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Amends subdivisions a and c of section 11-245.

TITLE:





In relation to area eligibility limitations on benefits pursuant to section 421-a of the real property tax law.

BACKGROUND AND INTENT:

421-a Program

In 1971, the State promulgated section 421-a of the New York State Real Property Tax Law (chapter 1207 of the Laws of 1971) which is intended to promote the construction of new multiple dwellings (with the exclusion of hotels), as opposed to the rehabilitation of existing structures, by providing a declining tax exemption on the increase in assessed valuation
 created by the improvement.
  Pursuant to authorization granted under the law, the Council may amend and adopt certain local laws pertaining to eligibility to receive 421-a benefits, including geographic restrictions on eligibility.

During the period of construction, or for a period not more than three years immediately following the commencement date of construction, eligible 421-a projects receive full exemption from real property taxation.  Upon completion of construction or three years after the commencement date of construction, whichever occurs sooner, the property may be eligible to receive a 10-, 15-, 20- or 25-year tax exemption which is gradually reduced from an exemption of 100% to zero.  State law imposes various restrictions on eligibility for the 15-, 20- and 25-year exemptions including limitations on projects south of 110th Street in Manhattan.

In 1984, the City promulgated Local Law 78, limiting the eligibility for 421-a benefits in certain geographic areas.  Pursuant to this law, 421-a tax benefits were available to new multiple dwellings constructed in the “exclusion area” within the allotted time frame only if:

(1) construction is carried out with substantial government assistance; or

(2) the Department of Housing Preservation and Development (HPD) imposes a requirement or certifies that 20% of the units located in the building that is receiving the tax benefit are affordable to low- and moderate-income households.

This “exclusion area” also known as the “exclusion zone” lies in Manhattan within the area south of 96th Street to roughly 14th Street on the east side but Houston Street on the west side and is described in detail in section one of Int. No. 429.

In 1989, the City enacted Local Law 97, which continued the area eligibility limitations through June 30, 1994 and added a third option which would permit new multiple dwellings constructed in the “exclusion area” to qualify for 421-a tax benefits.  In addition to options that allowed benefits within the “exclusion area” for construction done with substantial government assistance or where 20% of the units to be benefited are affordable to low and moderate income households, benefits became available in exchange for the creation or substantial rehabilitation of low and moderate income housing located outside the geographic exclusion area.

In 1993, (Laws of 1993, chapter 488), the State extended the 421-a tax benefits to construction completed no later than December 31, 1999.

In 1994, the City enacted Local Law 20, which extended the area eligibility limitations through June 30, 1997.  In 1997, the City enacted Local Law 39, which continued the current regulatory structure without any modifications by extending the area eligibility limitations through June 30, 2000.

In 1998, (Laws of 1998, chapter 432), the State extended the 421-a tax benefits to construction completed no later than December 31, 2003.

In 2000, the City enacted Local Law 28, which extended these area eligibility limitations from July 1, 2000 through June 30, 2003.

In 2002, (Laws of 2002, chapter 349), the State extended the benefits under the 421-a program to construction completed no later than December 31, 2007.

The provisions of bill section one would further extend the limitations pertaining to the exclusion area for a period extending for more that four years from July 1, 2003 through December 31, 2007.  In practice, within the “exclusion zone” developers who chose the 80/20 option get a 20-year exemption while those who participate in the negotiable certificate program get a 10-year exemption.  Under the 421-a negotiable certificate program, certificates may be purchased from a developer in accordance with an agreement with HPD, which would allow new affordable units created outside of the exclusion area to be eligible for 421-a benefits.

Manhattan Exemption

In 1984, the Council enacted Local Law 78 which eliminated 421-a tax benefits for the construction of any multiple dwelling commenced on or after November 29, 1985 located anywhere within the borough of Manhattan where a maximum base floor area ratio (“FAR”), as that term is defined in the Zoning Resolution, of fifteen or greater was permitted “as of right” by provisions of such resolution in effect on April fourteenth, nineteen hundred eighty-two.

In 1993, the City enacted Local Law 106, which modified the ban in the borough of Manhattan by lifting the above restriction for a three-year period ending in October 1996.  In 1997, the City promulgated Local Law 1, which continued the 421-a eligibility in these areas to construction that commenced before October 1, 1999.  Later, Local Law 76 for the Year 1999 extended the provisions that lifted the restriction in these areas to construction that commences before October 1, 2003.  Bill section two would once again extend this modification for a period of slightly more than four years and construction that commences before December 31, 2007 would be eligible for 421-a benefits.  According to the Council’s Land Use Division, the Zoning Districts in Manhattan with an FAR of 15 or more fall within Community Boards 1, 4, 5, 6, 7 and 8.

The Committee first considered this bill on June 2nd and heard favorable testimony from the Department of Housing Preservation and Development.  This is the second hearing on this bill and a vote is anticipated.

Update
On Thursday, June 12, 2003, the Committee adopted this legislation by a vote of ten in the affirmative, none in the negative and one abstention.

Accordingly, the Committee recommends its adoption.

� Real property assessment – Pursuant to Chapter 58 of the New York City Charter, under the direction of the Commissioner of Finance assessors serve to make an assessment of real property located in the City.  The term “assessment” means a determination by the assessors of (a) the taxable status of real property as of the taxable status date; and (b) the valuation of real property, including the valuation of exempt real property, and where such property is partially exempt, the valuation of both the taxable and exempt portions.  New York City Charter §1506.


� However, the benefits may be obtained in some instances for the substantial rehabilitation of certain low- and moderate-income housing units when such construction is carried out pursuant to an agreement with the Department of Housing Preservation and Development as allowed under the law.


� As defined in the Zoning Resolution, the floor area ratio is “the total floor area on a zoning lot, divided by the lot area of that zoning lot.  Zoning Resolution §12-10.  (For example, a building containing 20,000 square feet of floor area on a zoning lot of 10,000 square feet has a floor area ratio of 2.0)
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